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TO: Supervisor Don Knabe, Chairman
Supervisor Gloria Molina
Supervisor Mark Rid ley-Thomas
S u perviso r Zev Yaroslavsky
Supervisor Michael D. Antonovich f\-"-/FROM John Naimo
Acting Aud itor-Controller

SUBJECT DIGNITY HEALTH DBA CALIFORNIA HOSPITAL MEDICAL CENTER -A DEPARTMENT OF MENTAL HEALTH AND DEPARTMENT OF
CHILDREN AND FAMILY SERVICES PROVIDER CONTRACT
COMPLIANCE REVIEW

We completed a contract compliance review of Dignity Health dba California Hospital
Medical Center (CHMC or Agency), which included a sample of billings from Fiscal
Years (FY) 2011-12 and 2012-13. The Department of Mental Health (DMH) contracts
with CHMC to provide mental health services, including interviewing Program clients,
assessing their mental health needs, and implementing treatment plans. The
Department of Children and Family Services (DCFS) also contracts with CHMC to
provide Family Preservation (FP) Program services. The FP Program provides services
to children and their families, including prevention, intervention, transitional, and
maintenance services.

The purpose of our review was to determine whether CHMC provided the services
outlined in their County contracts, billed DMH for program services provided, and
appropriately spent DMH and DCFS Program funds. DCFS performs their own review
of FP Program services, so our review did not duplicate work they perform. We also
evaluated the adequacy of the Agency's financial records, internal controls, and
compliance with their contracts and other applicable guidelines.

During FY 2012-13, DMH paid CHMC approximately $t million on a cost-
reimbursement basis, and DCFS paid the Agency approximately $550,000 on a fee-for-
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service basis for the FP Program. The Agency provides services in the First
Supervisorial District.

Results of Review

DMH Proqram Review

CHMC staff assigned to the DMH Program had the required qualifications, and
prepared Assessments and Progress Notes in accordance with the DMH contract.
However, CHMC overbilled DMH $606. Specifically, the Agency did not maintain
sufficient documentation to support three (12o/o) of the 25 billings reviewed.

CHMC's attached response indicates that they will repay DMH $606 and that Agency
management implemented bi-monthly chart reviews by their Quality Assurance team to
ensure that their Client Care Plans meef the DMH contract requirements.

DMH and DCFS Fiscal Review

CHMC maintained adequate controls over their cash and fixed assets, and their DMH
Cost Report appropriately reconciled to their financial records. However, CHMC
inappropriately charged $36,991 to the DMH Program and $6,530 to the FP Program.
Specifically, CHMC:

Charged the DMH Program $35,109 in FY 2011-12 for rc}% of the cost of a
consultant who also worked on a non-DMH Program.

Charged the DMH Program $1,162 in FY 2011-12 and $720 in FY 2012-13 in
unallowable costs, including prior year and non-DMH Program expenditures.

Charged the FP Program $6,530 in FY 2012-13 for returning surplus FP funds from
FY 2009-10 and FY 2010-11.

CHMC's attached response indicates that they will reduce their DMH Cosf Reports, will
adjust their Family Preseruation Expenditures Report and repay DCFS $6,530, and
ensure that the program expenditures are allowable and suppofted with adequate
documentation.

Details of our review, along with recommendations for corrective action, are attached.

Review of Report

We discussed our report with CHMC, DMH, and DCFS. CHMC's attached response
indicates they agree with our findings and recommendations. DMH and DCFS will work
with CHMC management to ensure that our recommendations are implemented.

o
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We thank CHMC management and staff for their cooperation and assistance during our
review. Please call me if you have any questions, or your staff may contact Don
Chadwick at (213) 253-0301 .

JN:AB:DC:EB:sK

Attachment

c: William T Fujioka, Chief Executive Officer
Philip L. Browning, Director, Department of Children and Family Services
Dr. Marvin J. Southard, Director, Department of Mental Health
Phillip C. Hill, Board Chair, California Hospital Medical Center
Craig G. Myers, Hospital President, California Hospital Medical Center
Public I nformation Office
Audit Committee



DIGNITY HEALTH DBA CALIFORNIA HOSPITAL MEDICAL CENTER

GONTRACT COMPLIANCE REVIEW
FtscAL YEARS 2011-12 AND 2012-13

DMH BILLED SERVICES

Obiective

Determine whether Dignity Health dba California Hospital Medical Center (CHMC or
Agency) provided the services billed to the Department of Mental Health (DMH) in
accordance with their DMH contract.

Verification

We selected 25 (3%) of the 905 approved Medi-Cal billings for October and November
2012, which were the most current billings available at the time of our review
(September 2013). We reviewed the Assessments, Client Care Plans, and Progress
Notes in the clients' charts for the selected billings. The 25 billings represent services
provided to 15 clients.

Results

CHMC prepared their Assessments and Client Care Plans in accordance with their
DMH contract. However, CHMC overbilled DMH $000 for three (12Yo) of the 25 billings,
in which the Progress Notes did not describe what the clients or service staff attempted
and/or accomplished towards the Client Care Plan objectives, as required by the DMH
Provider's Manual, Chapter 2, Page 2-2. According to the Provider's Manual, each
chart note must include a description of service provided, what was attempted and/or
accomplished during the contact toward the attainment of a treatment goal.

Recommendations

Galifornia Hospital Medical Center management:

1. Repay the Department of Mental Health $606.

2. Ensure that Progress Notes are completed in accordance with their
Department of Mental Health contract.

STAFFING QUALIFICATIONS

Obiective

Determine whether CHMC treatment staff had the required qualifications to provide the
services.

AU DITOR-CONTROLLER
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Verification

We reviewed the California Board of Behavioral Sciences' website and/or the personnel
files for 11 (460/0) of the 24 CHMC treatment staff who provided services to DMH clients
during October and November 2012.

Results

Each employee reviewed had the qualifications required to provide the billed services.

Recommendation

None.

CASH/REVENUE

Obiective

Determine whether CHMC properly recorded revenue in their financial records,
deposited cash receipts into their bank accounts timely, and that bank account
reconciliations were reviewed and approved by Agency management timely.

Verification

We interviewed CHMC personnel, and reviewed their financial records and lttlay 2013
bank reconciliations

Results

CHMC properly recorded revenue in their financial records, deposited their DMH and
Department of Children and Family Services (DCFS) payments timely, and Agency
management reviewed and approved bank reconciliations timely.

Recommendation

None.

EXPENDITURES

Obiective

Determine whether CHMC's Cost Allocation Plan (Plan) complied with their County
contracts, and if expenditures charged to the DMH and Family Preservation (FP)
Programs were allowable, properly documented, and accurately billed.

AU DITOR.CONTROLLER
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California Hospital Medical Center

Verification

We reviewed the Agency's federally approved rate maintained in lieu of their Plan. We
also reviewed the Agency's financial records for 38 (24 DMH and 14 FP) non-payroll
expenditures, totaling $11 1,244 ($99,S+Z DMH and $17,697), charged to the DMH and
FP Programs from July 2011 through June 2013, and interviewed Agency personnel.

Results

CHMC appropriately allocated their shared costs based on their federally approved rate,
and maintained documentation to support 77o/o of the DMH and FP Program
expenditures reviewed. However, CHMC inappropriately charged $36,991 to the DMH
Program and $6,530 to the FP Program. Specifically, CHMC:

o Charged the DMH Program $35,109 in Fiscal Year (FY) 2011-12for 100o/o of the
cost of a consultant who also worked on a non-DMH Program. CHMC should have
allocated the consultant fees to both Programs.

a Charged the DMH Program $1,162 in FY 2011-12 and $lZO in FY 2012-13 in
unallowable costs. Specifically, CHMC charged the DMH Program for computer
software licenses purchased in the prior year, and for food and childcare services
that benefitted a non-DMH Program.

a Charged the FP Program $6,530 in FY 2011-12 for returning prior year surplus funds
to DCFS. Specifically, CHMC repaid DCFS $6,530 in April 2012 for unspent FP
funds from FY 2009-10 and FY 2010-11, by recording the amount repaid as a FP
Program expenditure. CHMC should not record the returned funds as their program
expenditure since it is not an actual cost.

Recommendations

Galifornia Hospital Medical Center management:

3. Re-allocate the $35,109 between Department of Mental Health and non-
Department of Mental Health Programs, provide supporting
documentation for allocation, and reduce the Fiscal Year 2011-12
Department of Mental Health Cost Report by the over allocated amount,
and repay the Department of Mental Health for any excess amount
received.

4. Reduce the Fiscal Year 2011-12 Department of Mental Health Cost
Report by $t,162 and the Fiscal Year 2012-13 Department of Mental
Health Cost Report by $720, and repay the Department of Mental Health
for any excess amounts received.
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5. Reduce the Fiscal Year 2012-13 Family Preservation Program
expenditures by $6,S30, and repay the Department of Ghildren and
Family Services for any excess amounts received.

6. Ensure that only allowable Program expenditures are charged to the
Department of Mental Health and Family Preservation Programs.

7. Ensure that the Department of Mental Health and Family Preservation
Program expenditures are supported with adequate documentation.

FIXED ASSETS D EQUIPMENT

Obiective

Determine whether CHMC's fixed assets and equipment purchased with DMH and FP
funds were used for the appropriate Programs, and adequately safeguarded.

Verification

We interviewed CHMC personnel, and reviewed the Agency's fixed assets and
equipment inventory list. We also performed a physical inventory of 22 (12 DMH and
ten FP) items purchased with DMH and FP funds.

Results

CHMC adequately safeguarded, and used the items we reviewed for the DMH and FP
Programs.

Recommendation

None.

PAYROLL AN PERSONNEL

Obiective

Determine whether CHMC appropriately charged payroll costs to the DMH and FP
Programs, and maintained personnelfiles as required.

Verification

We compared the payroll costs for 17 (eight DMH, five FP, and four shared) employees,
totaling $74,363 ($30,455 DMH, 532,422 FP, and $11,486 Shared), for June 2013 to
the Agency's payroll records and time reports. We also interviewed staff and reviewed
personnel files.
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Results

CHMC maintained personnel files, and appropriately charged payroll costs to the DMH
and FP Programs.

Recommendation

None.

DMH COST REPORT

Obiective

Determine whether CHMC's FY 2011-12 DMH Cost Report reconciled to their financial
records.

Verification

We compared the Agency's FY 2011-12 DMH Cost Report to their financial records

Results

CHMC's FY 2011-12 DMH Cost Report reconciled to their financial records.

Recommendation

None.
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Dignity Heatth
California Hospital
MedicaI Center

1't01 South Crand Avenue

l,ùsAngcles, CA 90015
t{írrcr 273,748.217L

R.lìl

Jt¡ne 10,2014

John Naino
Acting Auditor'-Controller
County ol'Los Angeles
500 Wcst Tcmplc Strcct, Iloonr 525
l.os Angeles. CA 90012-3873

Dignit¡, Ilcalth tlbn C:rlifbrnia flospital Mc¡lic¿rl (lcntcr- Contract Compliance
Rcvicrv FYs 201 l-2012 antl 2012-2013

l)cal Mr. Nainro:

Wc liavc l'eviewed the rc¡rort preparccl as n result ollhe contract compliance review of the
l)cpaltnrent ol'Mcntal llcalth ancl l)epartrnent of'Chilchen ancl lìamily Scrvìces plogranrs in
Sc¡rtcntbcr 201i. Oru' t'csponscs to thc leport are clctailcd bclo,uv.

lìillctl Scn,iccs

l{e cornrne ndation /l l : I{e¡ra¡, thc Depaltmcnt ol'Mcntal t-le alth $60(r.

Corlcctivc Action: CIIMC rvill repay tlre l)epaltrncnt ol'Mcnl¿rl tlealth $606 f'or threc billings in
n'hicir the ¡rt'ogt'ess notcs clicluot aclec¡ualely clescribc serviccs in support of Client Cal'c Plan
ob.icctivcs.'fhe f)cpartrncnl of'Mcntal l-Icalth willreceivc p¿lyn'ìenloi$(106 by.A.ugust 31,2014.

Iìcconrtnendation /12: Iìnsure that Progress Notes are com¡rletcd in accol'dance ,with their
I)cpartmcnl ol' Mcntal I.{calth conlract.

Colr-ectivc Action: Chal'ts u'ill bc rcviewecl cluring thc utilization revicw committee nreeting.
held twice nronthly. l-liis comrnittee, which consjsts of'thc Quality Assurance Coordinator,
cliltical sltpervisot'. progr¿ìm clil'ector and clinicians, is responsiblc f-or revie 'uving chalts 1'or to
cnsure that program notcs firlly describc the serviccs attenrptecl and or accomplishecl torvards the
Client Care l)lan objectives, In aciclition. the program director has reviewerl tlie requircments ol'
thc DMI-l Provicler's M¿rnualu'ith all clinical pelsonnel cluring all-stafl'¿rnd individualnrcetings.
'l'his issue '¡,ill continue to be reinlbrceel during subscqucut nrcetings.

Ilx pcntliturcs

llcconrncndation //3: lìc-allocatc $l35,109 of a consultanl l'cc who also wolkecl on a non-DMI-ì
progl'alrì ancl rcducc lhc l;Y l1-12 DMI-l Cost Report b¡,tlre over allooatcci ¿rmount and rcpar.
DMI"I lbl an-\¡ c.\cgss au"rounl rcccivecl.

'I

Clorrectivc r\clion: CIIlvlC rvill com¡rly rvith the lecoulurcllclâtion at:ovc.
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lìecomnrcnclation ll4: Itecluce the t'Y I I-I2 DMI'l Cost Iìeport by $I,162 and thc FY l2-I3
DMI-I Cost lìepolt by $720. and rcpay Dlvll'l ftir any cxcess amoLrnts rcceivccl.

Corrcctivc Action: Cl-lMC rvill comply with the recommcnclation above

Recommendation #5: Recluce the FY l2-13 Farnily Preservation Pr<lgrarn expenclitures by
$6,530 and repay the Depatment of Children and lìarnily Serviccs lor any excess arnounts
receiveil.

Corrcclivc Action: CUMC rvill submit the rcvised expencliture reports. reflecting a lccluction of'
S6,530 and repay DCFS this amount by August 31.2014.

l{ccolnlnenclation 116: Iìnsure that ouly allowable cxpcnclilures are chargecl to the Departurent ol
Mcntal l-lcalth and l;'anri[¡, ])rescrvation Programs.

Con'ectivc Action: Only those expenclitures thal arc necessary, proper, rcasonable witl be

chargecl to the DMH ancl llamily Preservation prograrns. 'fhe progranr director will revierv ancl

applove allcxpenclitures to erlsure that tlrey ale allowable, allocable ancl accurately assigned to
the appropriate ploglam. ljxpenditurre lequests will not be submitted for payrncnt unlcss
revicwed and a¡rprovecl by the program director.

Itccommendation ll7: Hnsure tlial the Department ol'Mental llealth ancl lramily Prcsclvntion
Progranr cx¡renditurcs are suppoltccl with adec¡rate clocurrentation,

Clollectivc Action: As delailcd above. thc ¡rrogram dilector will revier+,nnd ap¡:rove all
cx¡:enclitures to ensure that they are accurntely applied 1o tlte appropriatc proglarn. lixpenclitr.rre

requests must iuclucle all su¡:porting clocumenlation, i.e. rcceipts, sign-in shcets. 'l'his supporting
docurnentation will be maintainecl by the progranr directol and administralive personnel,

We trust that rve have res¡rondecl to caoh of'the rccommenclati<lns anclhavc proposcd corrcctive
actions thal rvill fàcilitatc ol¡r mutual goal. Wc apprcciate our ongoing partncrship wilh thc l,os
Angcles County l)cpartments of Mentall-[caltli anclChilclren and ìramil¡,Services to plorridc
high-quality scrviccs to clients in Selvicc l)larrning Alen 4.

Should you have any questions, or require additi<lnal inl'ormation, plcase lèel fice to coutact nrc
at (213) 742-6475 or via cmail at rachel.zupa@,dignityhealth.org.

Sincerely,

n^n¡¿-h,--
Rachel Zupt'r

l)ircctor ol Grants and Conlr¿rcts

z


